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To Our Shareholders 


The Management has this year effected a permanent 
change in the presentation of the year-end financial 
data. It will be noted that the Earnings Statement 
and Balance Sheet herein submitted reflect a consolida¬ 
tion of the figures of Crompton & Knowles Loom 
Works and its wholly-owned subsidiaries—Crompton 
& Knowles Jacquard & Supply Company, Crompton 
& Knowles of Canada Limited, and the Hutchison 
Avenue Company. This change has been adopted 
because only such a presentation reflects the opera¬ 
tions and complete financial position represented by 
the shares of your Company. Previous Annual Re¬ 
ports contained the earnings of the parent Company 
only. The results of operations of the subsidiaries 
were not included. The subsidiaries were shown as 
capital stock investments in the statement of Assets. 

The consolidated Balance Sheet and earnings 
figures now presented for the year 1953, with a com¬ 
parison for the year 1952 on the same basis, are as re¬ 
ported by our Auditors, Peat, Marwick, Mitchell & Co. 

FINANCIAL CONDITION 

The accompanying Balance Sheet for the year just 
ended reveals impressive financial strength—the 
strongest in your Company’s history. Working Capi¬ 
tal at December 31, 1953 was $12,688,560, an increase 
from $12,433,169 a year ago. These amounts of net 
Current Assets are equivalent to $26.89 a share and 
$26.35 a share respectively. 

An orderly reduction in our inventories took place 
during the year and this, together with a substantial 
decrease in the amount of Current Liabilities, con¬ 
tributed to this liquid position. 

Cash and investments in Government securities 
readily marketable in cash total $6,797,402—a sub¬ 
stantial reservoir of liquid funds from which to draw 
for the diversification program referred to elsewhere 
in this report. 

The book value of your equity in the Company at 
December 31, 1953 totaled $18,734,601, or $39.71 a 
share, compared with $18,636,066, or $39.50 a share 
at the close of the previous year. This equity includes 
$12,837,500 of earnings accumulated to December 31, 
1953 and retained for use in the business, of which 
$2,827,500 was set aside from earnings of previous 
years for the specific purposes indicated on the Bal¬ 
ance Sheet. No change has been made during 1953 
in this appropriated portion of balance of earnings 
retained. 

The investment in the capital stock of other corpo¬ 
rations (not affiliated with the Company), carried 
as an asset at $15,001, had a realizable market value 
of $128,400. 

Federal income tax returns of the Company and 
domestic subsidiaries have been examined by the 


Internal Revenue Service through the year 1952 and 
accepted after inconsequential adjustments. 

EARNINGS 

Operations for the year 1953 produced consolidated 
earnings of $132,708.83 before Federal, Canadian, and 
State income taxes of $102,286.03 but before the addi¬ 
tion of a non-recurring income item of $58,811.05 
applicable to State taxes of a prior year, and resulted 
in an addition of $89,233.85 to consolidated earnings 
retained in the business. This, at 19 cents a share, 
compared with $1,059,358.41 carried to consolidated 
earnings retained in the business, or $2.25 a share, 
in the year 1952. 

The year 1953 witnessed a decline in dollar volume 
of sales of 29% from the previous year. Reduced 
sales of looms was the factor producing this decline, 
which was, however, somewhat mitigated by the 
increasingly important volume of special manufactur¬ 
ing work—an activity referred to elsewhere in this 
presentation. Warehouse stocks of repair parts con¬ 
tinued to move throughout the year at good volume 
and showed no material change from the level of 1952. 
This, together with Motion & Change business, consti¬ 
tuted more than one-half of total sales. 

Special manufacturing business increased over the 
previous year by some 50% and accounted for 13% 
of total sales for 1953. We earned a satisfactory profit 
on special manufacturing in the year just ended, con¬ 
trasted with a minor loss in 1952. 

The depressed conditions in the Textile Industry 
mentioned in our preceding Annual Report persisted 
during the year 1953, particularly in those segments 
of the Industry to which we ordinarily look for the 
bulk of our loom business. 

The weaving mills of the Textile Industry are many. 
They engage in weaving cloth for the multitude of 
end uses that there are for woven fabric. By and 
large, it is only those mills that have use for multiple 
shuttle box looms to which we can sell our machinery. 
There is a far greater yardage of cloth woven on types 
of looms that we do not make and never have made 
than there is woven on the Crompton & Knowles type 
of loom. In 1953 the opportunity for profitable opera¬ 
tion was greater in some of those fields of the Textile 
Industry to which the non-Crompton & Knowles type 
of loom is best adapted than in those fields using our 
looms. Conditions in the cloth market thus worked 
further against your Company as compared to other 
textile machinery manufacturers. 

At the low volume of business at which the Com¬ 
pany was forced to operate throughout the year, it 
was necessary to make many adjustments in order to 
avoid a large loss. That this was avoided was due 
to the cooperation of the entire organization and the 








WORKING CAPITAL PER SHARE 



recommendations resulting from a complete manage¬ 
ment audit of the Company performed by competent 
outside management engineers during the second 
quarter of the year. The continuing adoption of 
methods of operation bringing about greater efficien¬ 
cy, and cost reductions resulting therefrom, as well 
as from other steps taken, accomplished important 
benefits through the year. These will have beneficial 
effect on the profitability of our future operations 
when volume revives. 

DIVIDENDS 

During the year 1953, dividends totaling 50 cents 
per share were paid. Your Company’s dividend 
policy was explained in our Semi-Annual Report for 
the six months ended June 30, 1953, when it was 
pointed out that the payment of dividends from time 
to time in the absence of current earnings to support 
them—and so, in effect, to pay them from past earn¬ 
ings retained for use in the business—must be de¬ 
termined by the Board of Directors in the light of their 
evaluation of circumstances existing upon each oc¬ 
casion when the decision is made. Consideration must 
constantly be given to the requirements for profitable 
use of retained earnings in meeting an expected 
increase in our regular business or for any newly- 
developed or acquired diversification of product. The 
constant endeavor is to provide for the best interests 
of the Stockholders by a dividend policy that gives 
full consideration to all elements that bear on it. 


Earnings and Dividends Per Share 

(Basis of 471,768 Issued Shares Throughout) 


(Thousands of Dollars) 
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Earnings Before and After Federal Income Taxes 
and Dividends Paid 



Stockholders Equity (Booh Value) and 
Working Capital — Per Share 

(Basis of 471,768 Issued Shares Throughout) 


DEVELOPMENT AND RESEARCH 

Being alert to the ever-increasing importance of 
development and research, again we have given this 
our special attention during the year through our own 
personnel and the services of independent organiza¬ 
tions. In 1953 we spent 29% more than during the 
previous year on this type of activity. It is antici¬ 
pated that profitable results of our efforts in this 
direction will be felt in our operations in the near 
future. 

LOOKING FORWARD 

As of the time this is written, there is no indication 
of any important change in the demand for the 
Company’s weaving machinery. Those domestic 
mills for whom our product is designed continue to 
operate under most unsatisfactory conditions. Op¬ 
portunities for sales to foreign countries continue to 
be markedly limited by restrictions of one kind and 
another, as well as by severe price competition from 
looms of foreign manufacture. The closing down and 
liquidation of mills in some parts of the Industry and, 
in other parts, changes in policy with respect to the 
type of fabrics to be produced in the future, have 
caused an unusual amount of secondhand looms of 
recent design and in good condition to be put on the 
market—thus, in some instances, further restricting 
sales opportunities for new machinery. 
















































We do expect, however, that both repair parts 
business and the volume of Motion & Change orders 
will continue at their present or slightly higher level. 

Our active planning for expansion of our Special 
Manufacturing Division and the response from pro¬ 
spective customers lead us to believe there will be a 
gradual and sustained increase in this type of business 
during 1954. Our special manufacturing work has 
been well received by the customers of that segment 
of our business and gives assurance of continued 
profitability for the future. 

Our Jacquard subsidiary has a backlog of orders for 
new machinery which will carry it at high volume 
through the next two quarters, and we are optimistic 
that the results will contribute beneficially to con¬ 
solidated earnings—a continuation of the 1953 
experience. 

While Textile Industry conditions in Canada 
parallel closely those of the Industry in this country, 
it is expected that our subsidiary there will continue 
for 1954 on a moderately profitable basis. 

There will be revealed at the Textile Machinery 
Exhibition to be held in Atlantic City the last week 
in April five models of new and improved types of 
looms. These we hope will prove to be a real stim¬ 
ulant to the revival of important demand for our 
weaving machinery. 

We are supplementing the volume of our operations 
to the greatest degree possible by contracting for 
other types of work. This and the program for 
diversification are referred to in another section of 
this report. 

We look forward to a continuance of the satisfactory 
relations between the Company and the C.I.O. Steel¬ 
workers’ Union that have previously existed. There 
were no changes during the year in the contract, which 
will be the subject of renewal prior to July 1, 1954. 

We are firm in the belief that the future inevitably 
holds a return to a profitable volume of loom business 
but regret very much that we are unable to predict 
when this can be expected. While we are forced to 
await it, nothing is being left undone to develop 
present and future business in other lines and to pre¬ 
pare the Company in every way for its new future. 
As it unfolds we are confident that it will be revealed 
as stable and promising. 

The Management acknowledges with appreciation 
the fine loyalty and cooperation of the Company’s 
employees. The efforts of all are important contribu¬ 
tions to the successful readjustments and realign¬ 
ments for the present and future benefit of all. 



President 




February 23, 1954 
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ACCOUNTANTS’ 


ASSETS 


December 31 


Current Assets: 

1953 

1952 

Cash. 

$2,699,905.00 

$2,646,696.37 

United States Government, state and municipal notes and 
bonds at face value plus accrued interest. 

4,097,496.76 

3,845,000.00 

United States Savings Bonds, issuing agency account 

27,375.00 

22,706.25 

Notes and accounts receivable—less estimated uncollectible 
accounts . 

1,762,422.81 

2,497,030.30 

Inventories. 

5,144,742.58 

5,738,052.38 

Prepaid insurance premiums and deposit. 

215,014.86 

237,934.57 

Total Current Assets. 

$13,946,957.01 

$14,987,419.87 


152,106.77 

25,549.68 

15,001.00 

7,667,774.16 

1.00 

294,570.98 

$23,142,423.46 


Advance payments on loom orders—segregated in cash, contra 

Notes receivable, noncurrent. 

Investments in other corporations at book value 

Land, buildings, machinery, equipment, patterns, etc., less 
accumulated depreciation. 

t rights. 


246,139.24 

49,025.40 

15,001.00 

7,378,858.90 

1.00 

303,153.84 

21,939,136.39 

























PTON & KNOWLES LOOM WORKS 

LIABILITIES 

December 31 


Current Liabilities: 

1953 

1952 

Note Payable, current installment. 

$100,000.00 

$100,000.00 

Accounts Payable. 

577,563.35 

582,692.62 

Accrued payrolls, taxes, etc. 

475,443.19 

731,714.31 

Interest accrued on note payable. 

4,500.00 

4,750.00 

Provision for Federal and Canadian taxes on income 

100,890.01 

1,135,093.67 

Total Current Liabilities. 

$1,258,396.55 

$2,554,250.60 

Advance payments on loom orders, contra . 

246,139.24 

152,106.77 

Twenty-five year note payable, 3%, due November 30, 1974, 
annual installments of $100,000.00 required on account of 
principal. 

1,700,000.00 

1,800,000.00 


Stockholders’ Equity: 

Capital Stock: 

Common capital stock, no par value: 
Declared value: $12.50 per share 


Authorized and issued: 461,768 shares . 

5,897,100.00 

5,897,100.00 

Balance of earnings retained for use in the business: 

Appropriated: 

Possible price decline in inventories. 

817,500.00 

817,500.00 

Replacement of plant and equipment at higher than 
original cost. 

1,260,000.00 

1,260,000.00 

Employees’ retirement trust plan. 

750,000.00 

750,000.00 


2,827,500.00 

2,827,500.00 

Balance reinvested in plant facilities and working capital 

. 10,010,000.60 

9,911,466.09 

Total Balance of Earnings Retained .... 

. 12,837,500.60 

12,738,966.09 

Total Stockholders’ Equity. 

18,734,600.60 

18,636,066.09 


$21,939,136.39 

$23,142,423.46 


The Stockholders 

Crompton & Knowles Loom Works: 

We have examined the consolidated balance sheet of Crompton & Knowles Loom Works and subsidiaries as of 
December 31, 1953 and the related statements of consolidated earnings and consolidated balance of earnings retained 
for use in the business for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of consolidated earnings and con¬ 
solidated balance of earnings retained for use in the business present fairly the financial position of Crompton & 
Knowles Loom Works and subsidiaries at December 31, 1953 and the results of their operations for the year then 
ended, in conformity with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 

Peat, Marwick, Mitchell & Co. 

Worcester, Massachusetts 
February 1, 1954 





























Ten-Year Summary of 


1953 1952 1951 1950 


Net Income Before Federal Taxes $148,375.00 $1,957,207.00 

$6,972,383.00 

$8,397,078.00 

Federal Income Taxes. 59,141.00 897,849.00 

3,880,319.00 

4,504,900.00 

Net Income* 89,234.00 1,059,358.00 

3,092,064.00 

3,892,178.00 

Net Income per Common Share 1Q 9 9 r 

(471,768)** . . . . 

6.55 

8.25 

Dividends Declared on Common 235,884.00 825,594.00 

Stock . 

1,415,304.00 

1,887,072.00 

Dividends Declared per Share 5 q j 75 

Common**. 

3.00 

4.00 

Additions to (Deductions from) 

Reserves 

300,000.00 

377,500.00 

Net Working Capital 12,688,560.00 12,433,169.00 

12,228,825.00 

11,100,930.00 

Net Working Capital per Share 26 89 26 35 

Common**. 

25.92 

23.53 

Ratio of Current Assets to Current 11 1 *1 5 9*1 

Liabilities. 

3:1 

2 . 6:1 

Net Worth. $18,734,601.00 $18,636,066.00 

$18,187,513.00 

$16,553,806.00 

Net Worth per Share Common** 39.71 39.50 

38.55 

35.09 

Capital Expenditures. 69,315.00 259,656.00 

600,800.00 

449,726.00 

Net Sales Based on Index of 134 2 190 5 

1944=100 . 

310.7 

324.1 


* Preferred stock retired November 1949 

♦♦Common stock split 2 for 1 November 1951. Dividend shown is on basis of new stock 


















































Consolidated Financial Data 


1949 1948 1947 1946 1945 1944 


$7,608,674.00 

$5,178,002.00 

$3,551,443.00 

$1,451,654.00 

$541,423.00 

$1,774,506.00 

2,909,734.00 

1,981,473.00 

1,388,275.00 

594,033.00 

203,300.00 

858,395.00 

4,698,940.00 

3,196,529.00 

2,163,168.00 

857,621.00 

338,123.00 

916,111.00 

9.65 

6.47 

4.28 

1.51 

.41 

1.63 

1,710,159.00 

1,061,478.00 

707,652.00 

353,826.00 

471,768.00 

530,739.00 

3.62 

2.25 

1.50 

.75 

1.00 

1.12 

430,000.00 

700,000.00 

820,000.00 

(260,000.00) 

(64,709.00) 

225,000.00 

9,678,947.00 

7,286,846.00 

6,261,581.00 

5,670,228.00 

6,269,359.00 

6,219,688.00 

20.52 

15.45 

13.27 

12.02 

13.29 

13.18 

3:1 

2.7:1 

3.1:1 

3.5:1 

6.5:1 

5:1 

$14,618,900.00 

$14,442,495.00 

$12,554,625.00 

$11,283,891.00 

$10,945,257.00 

$11,021,628.00 

30.99 

30.61 

26.61 

23.92 

23.20 

23.37 

539,704.00 

953,527.00 

768,023.00 

851,820.00 

183,801.00 

43,316.00 

300.3 

265.5 

198.9 

125.9 

94.5 

100 


The above figures have been taken from the 
audited reports of Peat, Marwick, Mitchell & Co. 















































Program for 
Diversification 


The Textile Industry is one of the great basic industries 
of this country. Crompton & Knowles Loom Works, and 
predecessor companies, has been successfully serving that 
Industry for 117 years. We intend to continue to serve it 
for the benefit of the Industry and our stockholders and 
employees. 

The cyclical swings of the Industry, made up as it is of 
many segments providing textiles for the multitudinous 
needs of this and other countries, have had their effect on 
the operations of the Company down the years. The im¬ 
pact of the latest downward swing of the Textile Industry 
has left no doubt in the minds of the Directors and Manage¬ 
ment of the Company that the best interests of the stock¬ 
holders and employees of the Company cannot be left to 
be served in the future alone through the manufacture and 
sale of textile machinery and parts. 



We expect that mechanization of weaving, which has been 
the Company’s business for so long and which has resulted in 
a fine record of employment and earnings, will continue to 
be a fine business for the Company. But it will be subject 
in the future, just as it has been in the past, to the influ¬ 
ences of the cyclical swings of the Textile Industry. The 
Directors of the Company, after most careful study and 
thought, have determined to capitalize on the Company’s 
background in mechanization by adding to the weaving 
machinery part of the business two new permanent fields of 
activity and sources of earnings. 

During the last several years the Company has produced 
quality work of a widely diversified nature for other manu¬ 
facturers and for the Government, in addition to its line of 
textile machinery. Several types of complete machine 
tools have been manufactured, together with a wide variety 
of items such as electronic components and assemblies, test 
fixtures and jigs for aircraft production, jet airframe and 
engine elemems, subassemblies of Naval torpedoes, auto¬ 
castings, and parts for atomic energy, mining, 
turbine, and packaging machinery. Our success in these 
varied activities has resulted in profit to the Company. 
In 1953 the volume of this type of business was 50% greater 
than in the previous year. We believe there is every reason 
to expect that this volume will continue to grow and provide 
desirable business with which to occupy the facilities at 
our plant not required for our weaving machinery business. 
Considerable emphasis is being placed on our permanent 
interest in this type of work and every effort is being made 
to build up an increasing volume of it as rapidly as possible. 
During the latter part of the past year, we reported to our 
stockholders the addition of the Special Manufacturing 
Department to our activities for this purpose, and are glad 








to be able to state that our experience continues to provide 
encouraging evidence of the validity of this move. 

Recently, the Company has announced its intention 
further to protect the interests of and achieve added bene¬ 
fits for its stockholders and employees by following a pro¬ 
gram of planned product diversification developed during 
the last half of the past year. Such diversification, through 
continued commercial development work, has been selected 
to achieve the three basic aims of long-term stability, sound 
expansion, and higher profits. 

The Company is seeking desirable opportunities to 
diversify into one or more specific growth industries. The 
Company is prepared to appraise and give serious considera¬ 
tion to any outstanding opportunity for acquisition in any 
growth field. However, certain industries are particularly 
logical diversification choices—not only because of their 
relationship to the Company’s history in the field of mech¬ 
anization, but also because they fill the requirements for 
sound expansion and size of operations, high return on 
investment, and long-term stability. It is to these that the 
Company’s attention is being particularly directed. 

In the conduct of the program by the President, every 
assistance to achieving the goals sought will be provided 
by the entire organization whenever required, and partic¬ 
ularly by the recently-appointed Manager of Commercial 
Development. This newly-created staff management 
position, using professional and tested techniques, will 
administer various phases of the Commercial Development 
work, including product and Company specifications, 
searching for new products and companies in these selected 
fields, and aiding in appraising potential acquisitions, 
negotiating purchases and integrating the acquisition of 
companies and products with existing operations. 

Initial diversification cannot necessarily be achieved in a 
short period of time. To qualify for acquisition, a product 
or company must meet all specifications carefully prepared. 
There must be no question of the soundness of the ac¬ 
quisition. Proper planning and procedure are vital requi¬ 
sites. The program of diversification is a long-term one. 
It is realized that it is desirable to progress along its route 
with as little expenditure of time as is consistent with the 
best interests of the stockholders, viewed from every stand¬ 
point. 

The Management of the Company believes that the 
additions of the Special Manufacturing Department and of 
the program of product diversification to the base of the 
weaving machinery business of the Company are construc¬ 
tive moves from which the future returns to the stockholders 
will be substantial. 
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